Introduction 1
The new century has brought unprecedented change to the economic and political geography of the European continent. Most former socialist countries in Central and Eastern Europe have already joined the European Union. Other countries in the area are likely to follow in the near future. Entering the EU and opening up to world trade, Central and Eastern European countries are undergoing what Fabrizio, Leigh and Mody (2009) have called a second transition, after that from a planned to a market economy. In addition, they are exposed to many potential sources of structural change. For instance, the global financial crisis due to the explosion of the speculative bubble linked to subprime loans is changing the composition of industry in every country. All these dramatic changes are already generating consequences on local labour markets. Often entire regions of Europe and of the United States are put under distress because of this and governments are called for immediate action. Thinking of the way of working of structural change and how it affects the labour market is of policy relevance particularly in the aftermath of the global financial crisis. In fact, as noted, for instance, in a recent report for the Australian government (Howard, 2009 ), looking at past experiences of intervention against structural unemployment might help preventing sectoral shifts from generating permanent shocks to the employment rate.
The aim of this Chapter is to summarize recent research ideas and outcomes on how the changing political and economic map of Europe has affected local labour markets in new EU member states. Given the strong similarities with regional imbalances in old EU member states, some comparison with the latter will be also provided. Due to the topicality of the issue and its relevance also for the EU policy, it is not surprising that a vast literature exists and that several authors have already provided surveys of it (Boeri, 2000; Boldrin and Canova, 2003; Huber, 2007; Marelli and Signorelli, 2007; Ferragina and Pastore, 2008; Caroleo and Pastore, 2010) .
This survey brings to the fore and discusses especially those contributions that elaborate on the microeconomic foundations of structural change and its spatially asymmetric impact on local labour markets in new EU countries. Structural change has been long neglected as an explanation of unemployment in general and of regional unemployment in particular, but the availability of new data banks and the specific nature of economic transition in new member states has brought again this issue to the fore, suggesting that it might provide an explanation also of several typical features of regional imbalances in old member states. The literature recalled here provides theoretical reasoning and empirical evidence to suggest that this might be the case.
In addition, this study witnesses the changed perspective of research on regional imbalances on such issues as labour and capital migration. In the traditional way of thinking, the migration of inputs was supposed to play an important part in the adjustment process causing conditional convergence in the long run (Todaro, 1969; Blanchard and Katz, 1992; Barro and Salai-Martin, 2004 ). In the more recent literature, migration, especially of high skill workers, is a cause of further divergence among advanced and backward regions. This is because higher returns to production factors are expected to happen in those regions where these factors already concentrate. Economies to scale and social returns to human capital explain this in turn (Reichlin and Rustichini, 1998; Funck and Pizzati, 2003; Moretti, 2004) .
The eastward enlargements of the EU will also have important policy implications. The increasing emphasis of the EU on antitrust law and the implementation of the Maastricht Treaty suggest refuting fiscal incentives as a means to favour investment in lagging regions. Moreover, the fact that most of the regions in the new member states are backward is bound to dramatically influence not only the institutional framework of the EU, but also regional policy. For instance, access and distribution conditions for Structural and Cohesion Funds will completely change.
The EU funds remain roughly of the same amount, but new member states claim their share. This implies more careful definition of the objectives and targeting of the interventions. Recent theories suggest investing the EU funds to strengthen the endowment of human capital of backward regions. This implies innovation policy and investment in the educational sector. The only constant in the discussion about instruments of regional policy is the role of infrastructures.
The outline of this chapter is as follows: Section 1 brings to the fore the motivation of this specific survey as compared to previous surveys: it lies in the asymmetric role of structural change. Section 2 discusses the main results of the empirical literature on regional job and worker turnover across EU countries. Section 3 highlights the role that trade and FDI have on regional
